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DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

Office  of  the  Assistant  Secretary  for 
Community  Planning  and  Development 

24  CFR  Part  570  ' 

(Docket  No.  R-79-540J 

Community  Development  Block 
Grants;  Categorical  Program 
Settlement  Fund 

agency:  Department  of  Housing  and 
Urban  Development. 
action:  Final  rulemaking. 

summary:  This  rule  establishes  the 
requirements  for  funding  the  financial 
settlement  of  projects  assisted  under 
Title  I  of  the  Housing  Act  of  1949,  as 
amended.  The  purpose  of  the  rule  is  to 
implement  Title  I  of  the  Housing  and 
Community  Development  Act  of  1977, 
section  103(d)(2). 

Section  103(d)(2)  authorizes  grants  for 
the  financial  settlement  of  projects  and 
programs  assisted  under  the  categorical 
programs  terminated  by  section  116(a) 
of  the  Housing  and  Community 
Development  Act  of  1974,  primarily 
urban  renewal  projects  assisted  under 
the  Housing  Act  of  1949,  as  amended 
which  require  supplemental  assistance 
to  close  them  out  financially,  and  to  the 
extent  feasible  the  completion  of 
previously  approved  activities.  Though 
block  grant  funds  are  being  used  to 
complete  most  ongoing  projects,  there  is 
a  need  to  continue  funding  projects 
which  require  grants  to  close  them  out 
financially.  The  law  and  the  prior 
interim  rule  authorized  these  funds  to  be 
used  for  the  cost  to  complete  previously 
approved  activities  for  all  the 
terminated  programs.  The  existence  of  a 
potential  federal  exposure  arising  from 
direct  or  Federally-guaranteed  loans 
made  pursuant  to  Title  1  of  the  Housing 
.A.ssistance  Act  of  1949  necessitates  that 
these  resources  be  restricted  to  reducing 
or  eliminating  such  potential  exposure. 
The  increased  potential  exposure  to  the 
Government  has  resulted  from  project 
assets  (primarily  land  disposition 
proceeds)  not  being  realized  in  a  timely 
fashion.  Therefore,  in  the  final  rule,  only 
grants  for  the  purpose  of  retiring  the 
outstanding  Federal  loans  and  other 
obligations  necessary  for  a  financial 
settlement  will  be  considered  for 
financial  assistance.  This  is  a  marked 
deviation  from  the  interim  rule  which 
allowed  assistance  to  be  provided  to 
any  project  assisted  under  any  of  the 
programs  terminated  by  section  116(a) 
of  the  Housing  and  Community 
Development  Act  of  1974. 


EFFECTIVE  DATE:  October  1, 1979. 

FOR  FURTHER  INFORMATION  CONTACT: 

Peter  Rowan,  Program  Completion 
Division,  Community  Planning  and 
Development,  HUD,  Room  7186,  451 
Seventh  Street,  SW.,  Washington,  D.C. 
20410,  202-755-1871. 

SUPPLEMENTARY  INFORMATION:  On  June 
6, 1978  (43  FR  24656)  an  interim  rule 
governing  categorical  program 
settlement  funds  was  published  in  the 
Federal  Register.  Interested  parties  were 
given  until  July  6, 1978  to  submit  written 
comments.  All  comments  received  with 
respect  to  the  interim  rule  were  given 
due  consideration.  Copies  of  the 
comments  received  are  available  for 
inspection  and  copying  in  the  Office  of 
General  Counsel,  Department  of 
Housing  and  Urban  Development,  Room 
5218,  451  Seventh  Street,  SW., 
Washington,  D.C.  20410. 

The  following  is  a  discussion  of  the 
major  comments  received  and  revisions 
made  in  the  interim  rule. 

Purpose 

Section  570.480.  Since  the  rule  is  being 
modified  to  limit  assistance  only  for 
financial  settlement  of  ongoing  urban 
renewal  projects,  references  to  all  other 
■‘terminated  programs”  and  assistance 
for  “cost  to  complete”  activities  have 
been  deleted. 

Dermition 

Section  570.481  has  been  deleted  by 
cross-referencing  this  subpart  to  Subpart 
N  and  using  the  definitions  contained 
therein — thus  avoiding  duplication. 

Eligible  Applicants 

A  number  of  comments  were  received 
which  suggested  that  the  eligibility  be 
expanded  to  permit  communities  that 
had  undertaken  renewal  type  programs 
and  whose  activities  had  not  been 
recognized  for  Federal  assistance  be 
allowed  to  compete  for  funds  under  this 
subpart.  Since  these  comments  are  in 
conflict  with  the  provisions  of  section 
116  of  the  Housing  and  Community 
Development  Act  of  1974  which  limits 
consideration  to  projects  and  programs 
that  have  been  previously  financially 
assisted  by  HUD,  the  recommendations 
were  not  adopted. 

Similar  comments  were  received 
which  recommended  that  the  eligibility 
for  assistance  be  further  restricted  to 
exclude  from  consideration  any  project 
that  had  previously  been  financially 
settled.  These  comments  were  accepted 
on  the  basis  that  the  primary  use  of 
these  funds  is  for  the  purpose  of 
achieving  financial  settlement  of  the 
ongoing  projects,  and  to  reduce  the 


potential  Federal  exposure  from 
inadequately  secured  loans. 

In  keeping  with  the  interim  rule  that 
precludes  assistance  to  projects  that 
have  previously  been  funded  from  the 
"Urgent  Needs  Fund”,  §  570.482  has 
been  modified  to  exclude  any  project  for 
which  a  financial  settlement  has  been 
previously  approved. 

Applications 

Section  570.483(a)  has  been  expanded 
to  require  consultation  with  the 
appropriate  HUD  Area  Office  to 
establish  a  proposed  financial  ^ 
settlement  date  prior  to  submission  of 
an  application.  This  change  was 
necessary  in  order  that  realistic  cost 
estimates  involving  interest  payments 
may  be  included  in  the  grant  requests. 
Generally  a  period  of  not  less  than  60 
days  or  more  than  150  days  from  the  last 
day  applications  will  be  accepted  for  a 
given  funding  cycle  should  be  specified. 
Wherever  possible  the  financial 
settlement  date  should  be  the  maturity  . 
date  of  the  currently  outstanding  project 
temporary  loans. 

Section  570.483(b)  has  been  modified 
to  clarify  the  fact  that  funds  under  the 
Hnancial  settlement  grants  may  not  be 
used  to  substitute  for  cash  local  grants- 
in-aid  owed  the  project(s)  nor  costs  for 
noncash  local  grant-in-aid  activities. 

Project  Funding  Resources 

Several  comments  were  received 
suggesting  that  the  requirement  that  a 
community  commit  the  equivalent  of  20 
percent  of  their  1978-1980  block  grant 
entitlement  as  a  funding  resource  was 
excessive  in  those  instances  where  prior 
year  block  grant  funds  had  been  used  to 
continue  project  activities  or  reduce  the 
outstanding  loans  of  a  project.  The 
percentage  clause  equates  with  that 
portion  of  entitlement  grants  which  the 
Secretary  is  authorized  to  apply,  without 
the  request  of  the  applicant,  to  settle 
outstanding  loans  for  urban  renewal 
projects  which  cannot  be  completed 
without  additional  grants,  pursuant  to 
Section  112(a)  of  the  Act.  It  would  be 
inappropriate  not  to  consider  this 
resource  since  the  Categorical  Program 
Settlement  Grants  are  being  provided 
for  funding  projects  which  cannot  be 
financially  settled  without  supplemental 
assistance. 

To  recognize  past  contributions  would 
be  contrary  to  the  purpose  of  the 
Categorical  Program  Settlement  Grants, 
which  is  to  provide  supplemental 
assistance  beyond  the  existing  resources 
in  order  to  achieve  financial  settlement 
of  the  project. 
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Certifications 

Section  570.483(e)  and  (f)  have  been 
deleted  since  these  requirements  are 
fully  set  forth  in  Subpart  N.  To  repeat 
them  here  is  redundant.  A  comment  was 
received  which  suggested  that  this 
Section  be  expanded  to  include  the  full 
wording  of  each  certification  and  the 
background  information  with  respect  to 
each.  This  comment  was  rejected  in  that 
they  are  set  forth  in  Subpart  D  (570.307) 
and  Subpart  K  of  the  regulations,  and 
would  therefor  be  redundant. 

Submission  of  Applications 

Section  570.484  specifies  the  dates  by 
which  applications  must  be  filed  for 
consideration  for  funding  during  Fiscal 
Year  1980. 

Purpose  of  Funding 

Section  570.485  has  been  revised  to 
clarify  that  financial  assistance  is  only 
available  for  the  purpose  of  financially 
settling  ongoing  urban  renewal  projects 
which  have  insufficient  resources  to 
achieve  financial  settlement. 

The  Department  has  determined  that 
an  Environmental  Impact  Statement  is 
not  required  with  respect  to  this  rule.  A 
copy  of  the  Finding  of  Inapplicability  is 
available  for  inspection  in  the  Office  of 
Rules  Docket  Clerk,  Room  5218, 
Department  of  Housing  and  Urban 
Development,  451  Seventh  Street.  SW., 
Washington,  D.C.  20410. 

PART  570— COMMUNITY 
DEVELOPMENT  BLOCK  GRANTS 

Accordingly  the  interim  rule  published 
June  8. 1978  at  FR  28656  is  made  final 
and  24  CFR  Part  570,  Subpart  H  is 
amended  as  follows: 

Subpart  H— Categorical  Program 
Settlement  Fund 

Sec. 

570.480  Purpose.  ^ 

570.482  Eligible  applicants 

570.483  Applications. 

570.484  Submission  of  applications. 

570.485  Funding  considerations. 

570.486  Repayment  of  categorical  program 
settlement  grant. 

570.487  General  provisions. 

Subpart  H— Categorical  Program 
Settlement  Grants 

§  570.480  Purpose. 

The  purpose  of  categorical  program 
settlement  grants  is  to  provide 
supplemental  assistance  necessary  for 
the  financial  settlement  of  urban 
renewal  projects  (including  annual 
Neighborhood  Development  Programs) 
pursuant  to  Subpart  N,  subject  to  the 
requirements  of  this  Subpart. 


§  570.482  Eligible  applicants. 

Eligible  applicants  are  units  of  general 
local  government,  in  which  projects 
assisted  under  Title  I  of  the  Housing  Act 
of  1949  are  located,  which  cannot 
financially  settle  such  projects  without 
supplemental  financial  assistance. 

§  570.483  Applications. 

Applications  shall  be  transmitted  to 
the  appropriate  HUD  Area  Office  and 
shall  include  the  following: 

(a)  A  completed  standard  form  424, 
Application  for  Federal  Assistance 
(short  form).  Section  IV  of  form  424, 
Remarks,  shall  include  a  statement 
which  indicates  the  proposed  settlement 
date.  Prior  to  submission,  the  proposed 
financial  settlement  date  shall  be 
determined  through  consultation  with 
the  appropriate  HUD  Area  Office. 

(b)  A  summary  of  the  funding 
assistance  required,  shown  as  the 
difference  between  funding  needs  and 
funding  resources. 

(1)  Project  funding  needs.  Applicants 
shall  list  amounts  for  direct  Federal 
loans.  Federally-guaranteed  loans,  other 
loans  or  incurred  obligations  payable. 
Project  funding  needs  may  not  include 
requests  for  Categorical  Program 
Settlement  grant  funds  to  be  used  as  a 
substitute  for  cash  local  grants-in-aid 
owed  the  project(s)  nor  costs  for 
noncash  local  grant-in-aid  activities. 

(2)  Project  funding  resources. 
Applicants  shall  list  amounts  for 
accounts  receivable,  cash  on  hand, 
unpaid  Federal  grants,  any  unpaid  cash 
local  share  for  the  project  and  any  other 
funding  resources  to  be  made  available. 
Applications  shall  list  anticipated  land 
proceeds  to  the  date  of  settlement.  The 
equivalent  of  20  percent  of  an 
applicant’s  block  grant  entitlement  from 
1978-1980  shall  be  or  shall  have  been 
provided  to  meet  funding  needs. 

(c)  A  schedule  showings,  all  estimated 
land  proceeds  after  the  settlement  date. 

(d)  A  statement  indicating  action 
taken  to  minimize  the  need  for 
supplemental  assistance.  Program 
alternatives  which  were  rejected  shall 
be  reported  along  with  the  reasons  for 
the  rejection. 

§  570.484  Submission  of  applications. 

(a)  Applications  will  be  accepted  in 
the  appropriate  area  office  and  may  be 
submitted  at  any  time  during  the  fiscal 
year.  Funding  selections  will  be  made 
twice  annually  for  fiscal  year  1980. 

(b)  Applications  received  prior  to 
February  1, 1980  will  be  considered  in 
the  first  funding  cycle.  All  other 
applications  will  be  included  in  the 
second  funding  cycle.  Applicants  will  be 
notified  as  to  the  status  of  their  requests 


promptly  after  funding  selections  are 
made. 

§  570.485  Funding  considerations. 

(a)  General  criterion.  1110  general 
criterion  for  funding  consideration  is 
that  financial  settlement  of  a  project 
cannot  be  accomplished  without  grant 
assistance  under  this  subpart  if  the 
project  funding  needs  are  in  excess  of 
the  funding  resources,  as  listed  under 

§  570.483(b).  The  Secretary  may  approve 
a  grant  in  an  amount  less  than  the 
fimding  assistance  established  pursuant 
to  §  570.483(b),  taking  into  account  the 
funding  priority  needs  of  other 
applicants  and  the  availability  of  funds 
under  this  Subpart; 

(b)  Purpose  of  grant.  Priority  for 
funding  consideration  will  be 
determined  by  status  of  an  applicant  as 
delineated  below: 

(c)  Funding  priority.  Applicants  will 
be  given  consideration  for  funding  in  the 
following  order  of  priority: 

(1)  Non-entitlement  applicants, 

(2)  Applicants  with  entitlements  that 
phase  out  in  1980. 

(3)  Entitlement  applicants. 

§  570.486  Repayment  of  categorical 
program  settlement  grant. 

An  applicant  receiving  a  grant  under 
this  Subpart  shall  be  required  to  make 
repayments  up  to  the  amount  of  the 
grant  from  the  land  proceeds  described 
in  §  570.483(c)  which  are  realized, 
provided  that  any  reasonable  expenses 
incurred  in  the  disposition  of  such  land 
may  be  deducted  from  the  proceeds.  The 
repayments  shall  be  made  quarterly 
from  proceeds  received  by  the  grant 
recipient.  The  repayment  obligation 
shall  be  included  in  the  terms  of  the 
closeout  agreement  notwithstanding  the 
provisions  of  §  570.804(b)(7)(i)  of  subpart 
N; 

§  570.487  General  provisions. 

(a)  The  Secretary  reserves  the  right  to 
impose  such  other  conditions  in 
approving  categorical  program 
settlement  grants  as  are  deemed 
appropriate  in  furthering  the  objectives 
of  this  subpart. 

(b)  Any  settlement  grants  which  are 
found  to  be  in  excess  of  actual  needs  on 
financial  settlement  of  the  project  shall 
be  returned  to  HUD. 

(c)  The  failure  to  comply  substantially 
with  requirements  applicable  to  this 
Subpart,  and  Subpart  N,  may  result  in 
the  termination  of  the  grant  and  the 
recapture  of  any  remaining  fimds  which 
have  not  been  obligated  by  the  recipient 
for  the  purposes,  and  in  accordance  with 
the  requirements,  with  respect  to  which 
the  grant  w'as  provided. 
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(d)  The  provision  of  a  grant  under  this 
subpart  shall  not  serve  to  increase  the 
local  share  requirements  of  the  project. 

(e)  The  provisions  of  Subparts  J,  K,  N, 
and  O  apply  to  this  subpart,  except  to 
the  extent  they  are  specifically  modified 
or  augmented  by  the  provisions  of  this 
subpart. 

(Section  7(d]  of  the  Department  of  Housing 
and  Urban  Development  Act,  42  U.S.C. 
3535(d].) 

Issued  at  Washington,  D.C.,  July  26, 1979. 
Robert  C.  Embry,  |r.. 

Assistant  Secretary  far  Community  Planning 
and  Development 
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